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ENVIRONMENTAL SERVICES COMMISSION

450 - 110th Avenue NE (City Hall)
Conference Room 1E-113
Thursday, July 17, 2014
7:00PM Regular Meeting

Approval of Agenda *
Call to Order — Brad Helland, Chair

Oral Communications

Note: Three-minute limit per person, maximum of three persons
for each side of topic.

Additional comments may be heard at Agenda Item 9.

Approval of Minutes
e June 19, 2014 — Regular Meeting Minutes

Reports & Summaries
s Conservation & Outreach Events & Volunteer Opportunity #
e [ESC Calendar/Council Calendar *

New Business
e Preliminary Financial Forecast
Lucy Liu, Assistant Dirvector-Resource Mgmt. & Customer Svc.
Martin Chaw, Fiscal Manager—Resource Mgmt. & Customer Svc.
e Wholesale Policy Review
Lucy Liu, Assistant Director-Resource Mgmt. & Customer Sve.
Martin Chaw, Fiscal Manager—Resource Mgmt. & Customer Svc.

Commissions Report

Director’s Office Report
Contimued Oral Communications
Adjournment

* Materials included in packet
# Materials separate from packet

Ppt. Time Page  Action
No.
1
2-8
9-12
Yes 30 Min 13
Yes 30 Min 14 - 16

Wheelchair accessible. American Sign Language (ASL) interpretation available upon request by calling
(425) 452-6466 (v) at least 48 hours in advance. Assistance for the hearing-impaired: Dial 711.



CITY OF BELLEVUE
ENVIRONMENTAL SERVICES COMMISSION

MEETING MINUTES
Thursday Conference Room 1E-112
June 19, 2014 Bellevue City Hall
6:30 p.m. ‘ Bellevue, Washington

COMMISSIONERS PRESENT: Vice Chair Swenson; Commlssloners Mach, Pauley
and Wang

COMMISSIONERS ABSENT: Chair Helland, Commiss‘lio'ne'r- Howe & Morin
OTHERS PRESENT: Joe Harbour, Assistant Director, O&M; B"itlleI-Ieu_bach, P.E. - Sr.
Utilities Engineer; Tony Marcum, Operations Manager; Dave Dickson, Waste Water
Superintendent, Doug Lane, Water & Sewer Systerns Sr. Engmeer and Pam Maloney,
Water Resources Plannmg Manager : :
MINUTES TAKER: Laurie Hugdahl
1. CALL TO ORDER:

The meeting was called to order b}iI -Vice"lC‘lIaIr" SW@HSOI] at 6:30 p.m.
2. WELCOME NEW COMMISSIONER Dr. Gilbert Pauley

Dr. Pauley’ 1ntroduced himself and was welcomed by the Commission.
3. ORA'L' COMMUNICATIONS -

Ngne S
4. APPRQyAL OF AGENDA

Asst. Director-Harbour commented that he would also be reviewing the Don 't
Drip and Drive outreach materials at the end of the meeting.

Motion made by Commissioner Wang, seconded by Commissioner Mach, to
approve the agenda as amended. Motion passed unanimously (4-0).

S. APPROVAL OF MINUTES

May 15, 2015 Regular Meeting Minutes

Motion made by Commissioner Wang, seconded by Commissioner Mach, to
approve the minutes as amended. Motion passed unanimously (4-0).



May 29, 2015 Special Meeting Minutes

Motion made by Commissioner Wang, seconded by Commissioner Swenson,
to approve the minutes as presented. Motion passed unanimously (4-0).

REPORTS AND SUMMARIES

Conservation & Outreach Events & Volunteer Opportunity
Mr. Harbour reviewed these items as contained in the Commission’s packet.

ESC Calendar/Council Calendar

Assistant Director Harbour reviewed the calendars. He pointed out that the
next ESC meeting on July 17 will be a combined CIP tour and meeting.

NEW BUSINESS

‘operations and mz

Asset Management Update : :
Bill Heubach, P.E. — Sr. Utilities Engmeer = Ut111t1es Engmeermg Division

Wthh make up over 90% of the C1ty s Utility 1nfrastructure value. He
explained the goal of the asset management program is to manage the
infrastructure assets while meeting service level goals at the least possible life
cycle cost. The follows the Env1ronmental Protection Agency’s 10-step
Framework for Asset 'Management The ten core steps are: develop asset
inventory,-assess condition, determine.residual life, determine life cycle costs,
set target leve ;Qf service; determine business risk exposure, optimize
tenance optimize capital improvement program,

- determine fundlng str ategy, and build the asset management program.

- ~:The Clty uses aRisk- BaSed Replacement Analysis for its Asset Management
“approach wheré Risk = Probability of Failure x Consequence of Failure

The Probability of Failure is determined by failure history and condition
reports. The Consequence of Failure would be determined by looking at
economic, environmental, and social costs. He reiterated that over 90% of
Utilities’ asset value consists of pipelines.

The Watermain Asset Management Approach:

The service level goal is based on the number of unplanned water service
incidents per 1000 customer. The target is 3 incidents, but Bellevue has been
well below that for several years. Mr. Heubach reviewed information about
2013 watermain breaks per 100 miles. For the City, the primary concern is
failure of asbestos cement pipes.

Data regarding Water Utility failure and condition reports, the water pipe
failure consequence, asbestos cement watermain risk, and the asbestos cement



watermain 5-year replacement plan was reviewed. The City replaced more AC
pipe then planned through 2013 and will slightly decrease the planned
replacement over the next few years as discussed earlier with the ESC, so the
aggregate total length of pipe replaced meets the planned replacement length.
The City is on target for reaching the proposed replacement levels of 5 miles
per year by the year 2018.

The Wastewater pipeline service level goal is less than 28 overflows per year.
As with Water, this is risk based. The number of overflows in Bellevue has
been fairly steady over the years and below the target level. 2013 main
overflows per 100 miles of sewer main in surrounding cities were reviewed.
Bellevue has below the average number of overflows. Roots are a large source
of the problems, especially in sewer stubs and mains. Structural problems
account for a much smaller portion of failures. Wastewater overflows and
work orders, wastewater pipe failure consequerces, and wastewater pipe risk
maps were reviewed.

Commissioner Wang noted that there were no takelines shown on these maps.
Mr. Heubach explained that the lakelmes have thelr own asset class and
program.

Stormwater pipeline structural failures are below Bellevue’s target of 5
failures per year. There is a concern though because Bellevue has 60-70 miles
of corrugated metal stormwater pipelines which can have a life as short as 25-
30 years, and a lot of the lines ate already older than that. Utilities is currently
developing its stotmwater pipeline: program. Over the past year, Utilities has
been enhancmg its asset inventory by reviewing as-builts on an individual
basis. Staff has proposed enhancing the Stormwater pipeline CCTV inspection
in the upcoming budget; Starting in 2015, staff wants to ramp up to 25 miles
per year. This will help tofill in.the blanks about what is known about the
“condition of different. plpehnes

e Wastewater Clajims

Tony Marcum, Operations Manager — O&M Utilities

Mr. Marcum reviewed Wastewater claims. The goal is to have clear,
defensible criteria to evaluate responsibility related to Wastewater claims.
Staff will be asking for the ESC’s concurrence with the current approach or
feedback on a recommended approach. Challenges associated with
Wastewater claims include issues surrounding system ownership (Wastewater
v. Water — no clear line); Wastewater is an “open” system (as opposed to
Water which is a “closed”™ system); roots present many challenges; and there
are multiple approaches (various jurisdictions in Washington State approach
ownership and claims strategy differently). He reviewed examples of how
some other cities deal with responsibility issues.

Blockages are mainly caused by roots, but also can be caused by structural
failure, foreign objects (wipes, hair, paper towels, etc.), and FOG (fats, oils,



and grease). Most back-ups do not result in damage or claims. Paid
Wastewater Utility claims vary from year to year. The aggregate number of
paid Wastewater Utility claims is both small and extremely variable; however
some claims can be quite expensive. On average the City pays approximately
8 claims per year.

Sometimes responsibility for claims is very straightforward. For example, if
there 1s a known defect and a work order has been already been issued, the
City will pay for those. If there is a side sewer blockage with a defect located
on private property, it will be denied. He reviewed examples of side sewer and
mainline failures to illustrate the City’s approach to determmmg responsibility
for failures and associated claims. :

Commissioner Wang asked for information about how staff determines right-
of-way. Mr. Harbour explained that the maps in GIS have right-of-way lines
that are pretty accurate. Staff also looks at the width of the_rlght of-way in any
given location and uses survey monuments when available. Occasionally,
there are cases where the City needs survey verification for a certain level of
accuracy. | -

Vice Chair Swenson asked if there are situations where there is shared
responsibility. Mr. Harbout 'replied that it is generally one or the other.
Commissioner Wang suggested-there might be a negd:to change the
development requirement to require installation of a cleanout. Mr. Harbour
noted it has been discussed, but since the City is pretty much built out it would
mainly impact redevelopment. Commissioner Wang thought this would help
to clarify the responsibilities and make maintenance easier. Vice Chair
Swensori“cﬁt;,curred. Pros and cons to doing this were discussed.

There-was consensus among the Commission to concur with Utilities” current
- approach:

- Water Svsteanlan Update

‘Doug Lane, Water & Sewer Systems Sr. Engineer — Utilitics Engineering
Division .

Mr. Lane explained that staff has completed some of the analysis for the
update, including population and demand projections, but hasn’t started
looking at:what needs to be done to accommodate the future growth. He stated
he would be soliciting the Commission’s feedback on that as well. The
purpose of the plan is to address operational policies of the water system,
discuss how the City manages its water system, does business, identify needs
for a 20-year planning approach, and discuss the basis and plans for water
system capital improvement. The Plan is required by Washington
Administrative Code, King County Code, and Bellevue City Code. It also
demonstrates conformance with the Growth Management Act (GMA) for
water system planning.




Utilities Water policy categories were presented. These are contained in the -
2006 Water Plan available on the City’s website at the following link:
http://www.bellevuewa.gov/pdf/Utilities/Water Comprehensive Plan_2006.pdf.
Vice Chair Swenson asked if the City is on time or behind schedule with the
current Plan. Mr. Lane replied that the City is right on schedule. He explained
a lot of the analysis for the current plan was done in 2006, but the Plan was
actually adopted by Council in 2008, and the Department of Health approved
it in 2009. The six year frequency starts from that point. The Department of
Health doesn’t enforce the 6-year requirement. In fact, DOH is in the process
of transitioning to a 10-year requirement. Mr. Lane then reviewed some
background data on the service area.

Mr. Lane explained that staff looks at recent water consumption patterns in
order to establish criteria for future projections. Criteria is developed and
combined with population projections to forecast future water demand. He
then reviewed population and employment pI‘OJeCtIOIlS he received from the
Planning Department a few months ago: Single-family populatlon is projected
to be stable in general, but or expected:to drop in our service area.due to
Issaquah’s presumed assumption of the: South C0ve service area (Wthh is
mostly single-family). Meanwhile, multlfarmly population is expected to
increase significantly in future years.

The City is rebuilding its hydraulie model, which is used to analyze pressure
throughout the system and look at fire flow, The GIS database is very useful
for developing the hydraulic model. Mr. Lane showed and discussed a video
demonstrating how staff does field hydraulic. miodel calibration. 70 hydrant
tests have: been Completed and the- model is now being adjusted to field
conditions. -

Vice:Chair S“;eﬁg;o,iﬁCOmmented that he has seen articles in the paper recently
about reservoirs in‘Seattle that need to be made more seismically safe. He

~ asked if thisisian issue that Bellevue also faces. Mr. Lane thought the City

= was pretty faralong in an ongoing seismic evaluation program. Pam Maloney,

Water Resources Plannlng Manager, concurred. She explained that for many

years one of the‘onhgoing programs in the Capital Investment Program (CIP)
has been structural retrofit of drinking water reservoirs to make sure they can
withstand seismic events. Most of the high priority reservoirs have been
upgraded. She doesn’t think Bellevue has any reservoirs designed the way the
ones in Seattle are, but the City will continue to look at this issue.

Emergency Well Evaluation:

Mr. Lane explained that the City has legacy groundwater rights in the
Crossroads area. The Ultility has registered those wells with the Department of
Health (DOH) as emergency supplies, but the wells are essentially dormant.
There are additional groundwater rights from the old Water District 68 near
Clyde Hill. Mr. Lane explained that there are also Cascade agreements and
operational considerations which are being reviewed. Staff is looking at
feasible alternatives and considering potential new policies for future use of
the wells.



Asset Management:

The City’s asset management program is being continually updated and
modified. In the Water System Plan, staff will summarize asset management
strategies and demonstrate to the DOH that we have a responsible program
and that we’re making our best use of ratepayer funds in managing this
through Renewal and Replacement (R&R) strategies.

Operations & Maintenance:

The Plan will discuss the City’s practices in general terms, demonstrate
conformance with industry standards and DOH regulations, and where
appropriate, identify potential improvements.

One of the big implications of the Plan is that many of the CIP
recommendations stem from the analysis that is presented. In the fall there
will be discussions about policy recommendations, results of the system
analysis, and overall findings and recommendations to be considered by the
ESC. The goal is to have the Draft Plan ready for review and-comment by the
Commission by the end of the year.

Commissioner Wang asked if the City is utilizing a consultant for the system
analysis. Mr. Lane responded that Carollo Engineers is being used as a
consultant and will be assisting with the model rebuild and the model
calibration. Carollo Engineers will also be assisting with the storage

" evaluation, storage analysis, and the well analysis. They have a hydro-
geologist sub-consultant (Robinson-Noble) which will be used. The City has a
license for the software being used for performing the system analysis but the
consultant is also famlllar with it.

Mr. Lane summarlzg:‘gl;vthgt,gnce Commission, SEPA, and public comments
are-reviewed and incorporated:in 2015, staff will take the Plan to the Bellevue
.. City Council for approval. Once it is approved, it will then go to King County
~ Council and the Washmgton Department of Health.

e Don’t Drip and Drzve Camnauzn Update
M. Harbour distributed kits to the Commission related to the Dan’t Drip and
Drive campaign on behalf of Lautie Devereaux, Stream Team Outreach
Coordinator. The kits are intended to get people out to check their cars for
leaks and will be given out at public events this summer as part of the
Watershed Outreach Campaign. Additionally, nine auto shops in Bellevue will
be offering free checks as well as 10% off leak repairs up to $50. There is also
an orange survey card included in the kit for feedback. If people return the
survey they will get a coupon for a free car wash.

COMMISSIONS REPORT

Commissioner Wang brought up the issue of automating the meter reading
system. He thinks this is very important and timely. Since it is a multi-year
expense, the City should start budgeting for this as soon as possible. He asked



10.

11.

about adding it as a CIP item. An automated meter reading system would provide
a faster reading with much less maintenance. He said he talked with Director Otal
who encouraged him to bring it up with the Commission. Ms. Maloney agreed
that the ESC should have a discussion about the benefits and the costs of
automating the meter reading system. Staff will put the topic on as a discussion
item on a future agenda.

DIRECTOR’S OFFICE REPORT

None

CONTINUED ORAL COMMUNICATIONS
None

ADJOURNMENT

The meeting was adjourned at 8:48 p.m.
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Tentative: Comprehensive
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(Pam Maloney)

Water Rate Design (Luey
Liu/Martin Chaw)

Water System Plan: Policy
Review Continued (Doug
Lane)
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16 Review Proposed Utilities
Budget (Lucy Liun/Martin
Chaw)

Storm & Surface Water
System Plan Strategic Initia-
tive (Kit Paulsen/Brian
Ward)

Water System Plan: Results
of system analysis (Doug
Lane)

November

2( Public Hearing on proposed

Utilities Budget (Lucy Liu)

Storm & Surface Water system
Plan Strategic Initiatives 2
& 3 (Kit Paulsen/Brian
Ward)

Water System Plan: Plan
Findings & Recommen-
dations (Doug Lane)
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18 Draft NPDES Annual Report
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Key:
Agenda item description — Consent: Waste Reduction & Recycling Grant

Assistant Director’s Name or designated staff that will
be available to attend Mayor’s meeting
Staff Name — material content expert

2014 Pending Council

Bellevue/Redmond Consolidation of Sewer Agreements
Prof Sves Agrmt Wagner Architects for Eastgate Yard Maintenance (Regan)
4" Qtr — NPDES LID Principles Opportunity Analysis & Work Plan

Katie/2014 Calendars/Pending Council Calendar

Updated 6/20/14
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2014

Tentative Council Calendar

July

21 Motion to Award Const of
trenchless Sanitary Sewer
Repairs (Paul/Regan)

Motion to Award Construction
of Alcove Culvert Relining
(Paul/Regan)

Motion to Award Construction
of Horizon View #3 Water
Pump Station Rehabilita-
tion (Paul/Regan)

Motion to reject all bids for
Yarrow Creek W Trib Cul-
vert Removal Construction
(Paul/Regan)

August

4  Motion to Award Censtruction
of Clyde Hill Res Recoat
(Paul/Regan)

Res Auth execution of PSA
w/RH2 Eng for Eng Svc for
Richards Rd inlet Improve-
ment & PRV Replacement
(Paul/Regan)

Res author exec of PSA w/
Leidos Consultants for
Meydenbauer Basin CBD
Convey Sys Anal (Paul/
Regan)
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2014 Pending — ESC:

Status Reports on the following
issue will be made when there
are significant development:

»  Shoreline Mgmt. Plan (Paul)

e  Stormwater 101 (Paul)

Katie/2014 Calendars/Pending ESC Calendar

Updated 5/6/14

12



O«\
)
*1]
&
l\")

CiT)
)

City of 5=
Bellevue «2:

H

W
§/sm

> Post Office Box 90012 - Bellevue, Washington - 98009 9012

\

[~}

N

Action
Discussion

X Information

Date: July 10, 2014
To: Environmental Services Commission
From: Nav Otal, Utilities Director

Lucy Liu, Assistant Utilities Director — Resource Management & Customer Service
Martin Chaw, Utilities Fiscal Manager

Re: Preliminary Utilities Financial Forecast and Rates — 2015-16 Biennial Budget

Action Required
No action by the Commiission is required at this time. This is an informational briefing.

Background
Between February and May, the Commission has conducted a detailed review of the proposed

programs and projects for the 2015-2021 Utilities CIP, Utilities capital and operating budget
proposals for 2015-2016 biennium, as well as the Council-adopted Waterworks Financial
Policies guiding budget development over the course of six meetings. In June, the Commission
submitted a recommendation to the Healthy and Sustainable Environment Outcome Results
Team supporting the Utilities Department capital and operating budget proposais submitted by
staff for 2015-2016 biennium.

The remaining ESC 2015-2016 Utilities budget review schedule includes:
¢ Review the preliminary rates necessary to support Utilities capital and operating budget
proposals (July 17);
e Review proposed Utilities budget with final rate proposals (October 16);
¢ Final budget review and public hearing (November 6 - tentative); and
e« ESC budget and rate recommendation to Council (November 20).

Consistent with the above budget review schedule, on July 17, staff will provide an overview of
the Utilities Department preliminary financial forecast and preliminary water, sewer, and
stormwater rates for the 2015-16 biennium. Materials for the meeting will be provided to the
ESC under separate cover prior to the meeting.
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Date: July 10, 2014
To: Environmental Services Commission
From: Nav Otal, Utilities Director

Lucy Liu, Assistant Utilities Director — Resource Management & Customer Service
Martin Chaw, Utilities Fiscal Manager

Re: King County Wastewater Treatment Charges and Wholesale Costs Financial
Policy Review

Action Required
No action by the Commission is required at this time. This is an informational briefing.

Policy Issue
Should changes be made to Ultilities’ financial policy to the pass through any increases or

decreases for wholesale services directly to customers in the year in which the expenses occur?

Background
Council-approved financial policies serve as the basic governing principles that guide Utilities’

budget development and rates. These policies are reviewed every two years by the Commission
and City Council and updated as needed as part of the biennial budget process. These financial
policies direct Utilities to pass any cost increases or decreases for wholesale services (including
wastewater treatment services) directly through to customers via utility rates.

The City contracts with King County to provide wastewater treatment services. King County has
in recent years increased wastewater treatment service costs to its customers, including
Bellevue, every other year. Consistent with Utilities financial policies, the City has passed these
wholesale cost increases directly through to customers in the year in which these expenses
occurred. In March, the Commission expressed interest in discussing this policy to consider
potential recommended changes to it.

As background for this discussion on July 17, staff will provide an overview of the King County
charges assessed to and paid by the City for wastewater treatment services. Additionally, a
copy of the wholesale costs financial policy is attached for your reference (Attachment A).
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Attachment A: Waterworks Utility Financial Policies

Iv. RATE POLICIES

A. Rate Levels

Rates shall be set at a level sufficient to cover current and future expenses and
maintain reserves consistent with these policies and long-term financial forecasts.

Changes in rate levels should be gradual and uniform to the extent that costs
(including CIP and R&R transfers) can be forecast.

Cost increases or decreases for wholesale services shall be passed directly
through to Bellevue customers.

Local and/or national inflation indices such as the Consumer Price Index (CPI)
shall be used as a basis for evaluating rate increases.

At the end of the budget cycle, fund balances that are greater than anticipated and
other one-time revenues should be transferred to the R&R account until it is
shown that projected R&R account funds will be adequate to meet long-term
needs, and only then used for rate relief.

Discussion:

A variety of factors including rate stability, revenue stability, the encouragement of
practices consistent with Utility objectives and these Waterworks Utility Financial Policies
are considered in developing Utility rates. The general goal is to set rates as low as
possible to accomplish the on-going operations, maintenance, repair, long-term renewal
and replacement, capital improvements, debt obligations, reserves and the general
business of the Utility.

Long-range financial forecast models have been developed for each of the Utilities,
which include estimated operating, capital and renewal/replacement costs for a 75 year
period in order to plan for funding long-term costs. Operating costs are assumed to
remain at the same level of service and don't include impacts of potential changes due
to internal, regional or federal requirements. Capital costs, including
renewal/réplacement, are projected based on existing CIP costs and approximated
survival curves for the infrastructure. The models are used to project rate levels that will
support the long-term costs and to spread rate increases uniformly over the period. This
is consistent with the above policy that changes in rate levels should be gradual and
uniform. Uniform rate increases help ensure that each generation of customers bears
their fair share of costs for the long-term use and renewal/replacement of the systems.

15



The biennial budget process provides an opporfunity to add to or cut current service
levels and programs. The final budget, with the total authorized expenses including
transfers to the CIP Fund and the R&R Account, establishes the amount of revenue
required to balance the expenses. A balanced budget is required. The budgeted
customer service revenue determines the level of new rates. For example, if the current
rates do not provide sufficient revenues to meet the projected expenses, the costs have
to be reduced or the rates are increased to make up the shortfall.

For purposes of these policies, wholesale costs are defined as costs to the Utilities from
other regional agencies such as the Seattle Public Utilities and/or the Cascade Water
Alliance (CWA), and King County Department of Natural Resources for sewer treatment
and any agreed upon Storm & Surface Water programs. Costs which are directly based
on the Utilities' revenues or budgets such as taxes, franchise fees and reserve levels
that increase proportionally to the wholesale increases are included within the definition
of wholesale costs.

16



